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PUTTING MEDICARE INTO EFfECT 
ADMINISTRATION 

1. Helping older people get protection 
2. Arranging tor Participation of Hospitals and 

. other Institutions in Basic Plan 
3. Setting Up the Voluntary Plan 
4. Tooling Up for Internal Operations 

FACILITIES and MANPOWER 
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ARRANGING FOR PARTICIPATION OF HOSPITAlS 
AND OTHER I NSTITUTIONS IN BASIC PLAN 
• QUdlity stc1nddrds clnd reimbursement principles 

(work groups,consultdnts, H I SAC) 
• fliSibility surveys by State d8encies . 

• Civil rights surveys 

• Blue Cross and private insurance company preparations 



Chart 2 - ARRANGING FOR PARTICIPATION OF HOSPITALS AND OTHER INSTITUTIONS IN BASIC PLAN 

Quality Standards and Reimbursement Principles . • • 

To establish the quality standards for participation 
by hospitals and other institutions, hundreds of 
professional persons and others were involved in 
work groups and task forces. These standards (see 
exhibits 4-7) as well as the principles for cost 
reimbursement (exhibit #8) then went to the Health 
Insurance Benefits Advisory Council. All major policy 
has been established after extensive consultation. 
A hospital billing manual has been distributed to 
hospitals (exhibit #9). 

Eligibility Surveys by State Agencies . . . 

State health departments must certify whether 
quality standards are met by institutional 
providers. The States may recommend qualifying 
the facility temporarily, despite deficiencies, 
if there is a shortage of facilities in the area. 
All hospitals must file a utilization review plan. 
While accredited hospitals do not need to be 
surveyed, other hospitals do. This work is 
largely completed. 

Civil Rights Surveys 

Even though the institution meets medicare 
standards, its participation is dependent on 
compliance with Title VI. We have met with a 
large number of national and State organizations, 
including the medical societies and hospital 

associations, labor organizations, senior citizen 
organizations, social welfare organizations, and 
with State and local officials to build a broad 
national and community support for the effort of 
voluntary compliance. 

Many hospitals have changed their practices and 
come into compliance. Tailor-made efforts aimed 
at the institutions that have been definitely 
identified as having a compliance problem are 
now going on. 

After eligibility is established an agreement is 
completed and a plaque _(exhibit #10) delivered to 
tell the public of the hospital's participation. 
This process will be completed for most hospitals 
before the end of June. 

Blue Cross and Insurance Company Preparations 

Blue Cross Association and nine other health 
insurers will serve as administrative agents for 
the hospital insurance part of the program. Blue 
Cross will handle about 85 percent of the hospital 
beds of the country. 



Chart 3 

SETTING UP TH E VOLUNTARY PLAN 

• I nformationa I activities 4- consu Itation (2,000 tal ks 
to medical sroups) 

• Blue Shield ¢ private insurance company 
preparations 

• Policies on physician payments and claims 
procedures 



Chart 3 - SEl'TING UP THE VOWNrARY PLAN 

Informational Activities and Consultation • 

A physicians' reference guide (exhibit #11) has 
been mailed to every doctor in the country. 
Starting before passage of the act there has 
been almost constant consultation with national 
and State medical leadership. Social Security 
Administration people have made 2,000 talks to 
professional groups, mostly before local medical 
organizations. About 100 have involved major 
appearances by headquarters personnel before 
medical associations at the national and State 
levels. 

Blue Shield and Insurance Company Pre~rations 

33 Blue Shield plans, 15 commercial insurance 
companies and 1 independent plan will act as 
agents for the medical insurance part of the 
program. The agents have hired and trained 
staff and have ~ecured space and equipment. 
Group practice prepayme~t plans such as the 
Kaiser Foundation, the United Mine Workers, 
and Group Health in Washington, D.C., will 
handle their own over-65 members. 

Policies on Physician Payments and Claims Procedures 

Working with these intermediaries, whose responsi
bility it is to determine "reasonable charges" for 
phYSicians' services, and working with organized 
medicine and the Health Insurance Benefits Advisory 
Council, standards have been developed for deter
mining phYSicians' charges and for certification 
by phySicians of need for hospitalization. Under 
the medical insurance program the doctor can 
continue to bill his patient, if he Wishes, and 
the patient can claim reimbursement or the doctor 
can be paid directly. A very simple claim form 
(exhibit #12)--acclaimed by organized medicine-
has been developed. 
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TOOLING UP FOR INTERNAL OP~RATIONS 

100 flJ)· d ALL OFFICE-S OPE-NED • new 0 T1ces opene -E-VENINGS OR SATURDAYS 

. • 9,000 new staff hired ~ trained 4 over 20,000 
• e,xperienced staff trained for new fu nctions 

• New electronic control system desijned 



Chart 4 - TOOLING UP FOR INTERNAL OPERATIONS 

100 New Offices Opened . . . 

The 100 new offices brings the total of social 
security district offices across the country to 
721 . Employees of these offices also service 
some 3500 regularly scheduled contact points 
such as post offices. All offices during the 
9-month enrollment period scheduled either 
evening or Saturday hours to make it more 
convenient for working applicants since, 
unlike cash social security benefits, it is 
not necessary to retire to get the benefits 
of the medicare program. 

9000 New Staff Hired and Trained . . . 

Not only because of the medicare program but 
because of other substantial amendments to 
social security in 1965, it was necessary to 
hire and train 9000 additional people who are 
now at work across the country. Over 20,000 
experienced staff had to be trained for new 
functions. 

New Electronic Control System . . . 

The electronic data processing system of the 
Social Security Administration now used for the 
maintenance of lifetime earnings records and 
the payment of claims under the cash benefit 
program had to be substantially expanded so as 
to issue premium notices to people not under 
social security (exhibit #13 ) , keep track 
centrally of hospital and doctor bills paid, 
and give notice to beneficiaries of the remaining 
amount of their coverage (exhibit #14) , make 
quick determinations of eligibility and be 
programmed for statistical by-products to study 
costs and utilization. 
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INCREASE IN OVERALL HOSPITAL UTILIZATION 
AFTER ' 

PRESENT USE MEDICARE 
Of HOSP\TAL DAVS:..--___ ------

75% UNDER 
65 

'20% INCREASE 
FOR AGED 

UNDER 
65 

OVERALL 
INCREASE 



Chart 5 - INCREASE IN OVERALL HOSPITAL UTILIZATION 

Present Hospital Use 

Patients 65 years of age or over now use about 
25 percent of the Nation's hospital beds. 

Use After Medicare 

An increase by the aged of as much as 20 percent 
in utilization--a percentage which seems high-
would lead to an increase of only 5 percent in 
overall utilization. A 20 percent increase in 
use by the aged is high because, after all, most 
of the aged did get hospitalization in one way 
or another when they needed it prior to medicarej 
half of them had some hospital insurance before, 
and public assistance and charity was available to 
many others. A 5 percent increase in total usage 
is not critical because, across the country, 
hospitals are not now utilized to anything like 
capacity: average utilization for adult beds 
runs about 80 to 85 percent. And, in addition, 
July is a low utilization month (about 10 percent 
below the peak month of February). 

Nevertheless, there are places in the country 
where hospital facilities were inadequate before 
medicare and where a combination of circumstances 
leads to the possibility of serious pressure on 
existing facilities. However, very few places 
in July, after medicare, will have any more of 
a problem than they did in February without 
medicare. 
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ACTION ON POSSIBLE TROUBLE SPOTS 
• Identification of areas with expected hospital utilization 

above 90%) (Less than 3% of U.S. population affected) 
• Loca' medical community activities: 

Estimate probable impact Or Medicare 
Inter hospital cooperation 
Order1v scheduling of admissions 
Emphasis on utilization review 
Provisions for alternate care (le .. home health care) 
More complete use of facility 



Chart 6 - ACTION ON POSSIBLE TROUBLE SPOTS 

Potential Trouble Spots • • • 

A number of potential "trouble spots" have been 
identified. These are areas in which more than 
90 percent of available hospital beds are expect
ed to be in use after July 1. These areas 
involve 90 counties, including less than 3 percent 
of the total United States population. 

Means of Identification • • • 

Trouble spots were identified by: (1) actual 
occupancy rates during 1965; (2) the pro-
portion of the aged in local populations; (3) the 
share of elderly with hospital coverage in local areas, 
and (4) an evaluation of health care resources likely 
to be available after July 1, 1966 in the locality. 

Local Medical Community Activities ••• 

Local preparation for medicare have included: 

--Estimates by physicians, hospital administrators 
and other medical leaders of the possible local 
impact of medicare. 

--Interhospital cooperation on admission policies 
and related matters to avoid public confusion. 

--The orderly scheduling of admiSSions, including 
the establishment of clinical priorities for 
admission. 

--Using the utilization review procedure to 
identify alternative sources of care for 
chronically ill patients. Alternatives 
would include hospital or community-based 
home health care agencies. 

--Identifying opportunities for internal 
expansion in community hospitals, such as 
large private rooms that could be converted 
to 2-bed rooms. 



I NCREASE IN FACILITIES 
PAST PROOHAMS (HILL-BURTON 1948 -65) HAVE: 

" Helped to add 252,848 general hospital beds 
" Helped to add 61,019 long ·term beds 
• Aided 3,444 communities 

PRESENT PUBLIC PNOG1AMS TOCETHER WITH PRIVATE INVESTMENT IN PROJECTS, 
IN 1965 AND 1966: 
• Provide $4 billion for total construction 
• Provide 60,000 new hospital beds. 
• Provide 90,000 new skilled nursing beds. 

PKOPOSEO PKOONAMS WILL: 
• Aid in 10 year modernization of facilities through 40 % Federal financed assistance. 
o Expand group practice facilities through Federal loans and loan guarantees. 

Chart 7 



Chart 7 - INCREASE IN FACILITIES 

Past Programs • • • 

Past programs have stimulated an increasing 
investment of private and public funds in hospital 
and nursing home construction. About three-fourths 
of the more than 250,000 general hospital beds added 
with Federal assistance since 1948 have been created 
in communities of 100,000 or less. The beds were 
constructed in communities short of hospital 
facilities or without them. 

The pace of new construction has been increasing. 
Half the long-term care beds and almost a third 
of the general hospital beds added through Federal 
assistance since 1948 have been added in the last 
four years. 

In addition to stimulating hospital construction, 
the Hill-Burton program has helped thousands of 
hospitals achieve better planning, better design 
and better administration since its inception in 1948. 

Present Programs • • • 

The present rate of facilities construction is the 
product not only of Hill-Burton funds but of loan 
guarantees and direct loans by the Small Business 
Administration and the Department of Housing and 
Urban Development, and of the assured financing 
through Medi~are payments and private insurance. 

Since 1961 the number of long-term care beds 
available in the United States has increased from 
381,461 to 623,472. This is a bed increase of 63.4 

percent, compared with a population in
crease of 6.7 percent for the same 
period. In 1965 and 1966,90,000 long-term 
care beds and 60,000 general hospital 
beds will be added with a total investment 
of $4 billion in these two years. 

Propos~d Programs • • • 

The President has proposed to the Congress 
a lO-~ar program for replacement or 
renewal of obsolete or aging hospitals and 
other health facilities. This will result 
in $10 billion in modernization expendi
tures by 1976. In addition, the President 
has proposed assistance to expand group 
practice facilities with Federal loans 
and loan guarantees. 



I NCREASE IN MANPOWER 
Pl?fSENT PlOdlAM! WIlL: 

Chart 8 

• Train 60,000 health service workers,includins lQOOO home health aides this year alone 
• Rtsult this year in theavailability of home health services in those 

communities where ~ of aged live 
• Add l$OOdddaional new doctors per year wahin 5 years 
• Add 25000addaional new nurses per ytar wahin 5 years 
LEGIS/AnY! PRO/OSAf fOR fRA/#/A'd Of AiflEf) 11£41111 

PROfESSIONAlS WID: 
• add 2,400 additional laboratory and other htalth technicians per yur 



Chart 8 - INCREASE IN MANPOWER 

Current Programs • • • 

The Department of Health, Education, and 
Welfare, Department of Labor, and the 
Office of Economic Opportunity now have 
underway programs that will train at least 
60,000 new health service workers, including 
10,000 home health aides, this year alone. 

H~me health services have developed rapidly in 
the past several years and are now available in 
those communities where two-thirds of all 
Americans 65 or over live today. This rapid 
expansion of local community effort has been 
assisted by grants from the Public Health Service 
and, recently, by the prospect of assured payment 
through the medicare program. 

The development of home health services and training 
of more health service workers will help to meet 
both long-and short-term needs in health care. 

Long-term Programs • • • 

Direct Federal support for medical education, 
was first authorized by Congress in 1963. This 
program was expa..1'lded. in 1965. It is expected that 
this program will contribute to adding 1,800 new 
doctors annually to the country's supply within 
five years. 

The Nurse Training Act of 1964 supports an expanded 
program of nurse education which, with greater . 
recruitment efforts ~~d better employment opportunities, 
should be contributing 25,000 additional new nurses 
per year within five years. 

Legislative Proposals • • • 

The President this year proposed to the 
Congress a program for the training of 
allied health professionals which will help 
to add--if enacted--2,400 additional laboratory 
and other technicians annually to the Nation's 
supply. The program will help establish new 
schools as well as expand existing collegiate 
programs affiliated with community hospitals. 
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CIVIL RIGHTS STATUS 

Compliance with TitieTI provisions found as of 6/13/66: 

5947 (79%) of 7548 hospitals . 
I,J97,944 (83%) of 1,449,947 hospital beds 



Chart 9 - CIVIL RIGHTS STATUS 

Title VI of the Civil Rights Act of 1964 • . . 

Title VI of the Civil Rights Act of 1964 provides 
that "No person in the United States shall, on 
the ground of race, color, or national origin, be 
excluded from participation in, be denied the 
benefits of, or be subjected to discrimination 
under any program or activity receiving Federal 
Financial assistance." 

Guidelines 

Guidelines for the compliance of hospitals with 
Title VI require an absence of separation, dis
crimination, or any other distinction based on 
race, color, or national origin in activities 
carried on by a hospital. The guidelines apply 
to patient referral, admission, care, and room 
assignments; assignment of staff, granting of 
staff privileges; training programs; visitors; 
and all other services of the hospital. 

Present Status 

In March 1966, the Public Health Service sent 
compliance questionnaires to all hospitals in 
order to determine their compliance status. 
PHS currently has more than 300 specialists in 
the field--visiting hospitals, answering 
questions, and helping institutions come into 
compliance. 

Of the 7,548 hospitals throughout the Nation 
which have filed applications to participate in 
medicare or may be eligible to do so 5,947 
(79 percent) have" so far (June 13) been found in 
compliance. The remaining hospitals were in 
process of visits, negotiations, or the filing 
of reports. 



CONCWSION 

This is a vast new undertaking and there will certainly be some rough 
spots in the early period of the program. We believe, however, that 
our work and planning is on schedul.e and that the program will be 
launched on July 1 with a minimum of disruption. 
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